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that such German company owns 10
percent or more of the voting stock of
the paying corporation. The applica-
tion to the Commissioner shall contain
a full statement of all the facts perti-
nent to a determination of the ques-
tion.

(2) As soon as practicable after the
application has been filed, the Commis-
sioner of Internal Revenue will deter-
mine whether the German company
owns sufficient voting stock of the pay-
ing corporation to permit it to claim
the benefit of Article VI of the conven-
tion in the case of such dividends and
shall notify the German company of
his determination. The German com-
pany shall forthwith file with the pay-
ing corporation a copy of the Commis-
sioner’s letter of notification.

(3) If the Commissioner’s determina-
tion is that the German company does
own 10 percent or more of the voting
stock of the paying corporation, the
German company may thereafter, if
otherwise qualified, secure the reduced
rate of withholding at the source with
respect to subsequent payments of such
dividends, by filing the letter of notifi-
cation in accordance with paragraph
(b) of this section.

(4) A determination by the Commis-
sioner that the German company does
own sufficient voting stock of the pay-
ing corporation to permit it to claim
the benefit of Article VI of the conven-
tion will apply until such time as the
stock ownership of the paying corpora-
tion has changed to the extent that,
because of such change, dividends to be
received from the paying corporation
by the German company no longer
qualify for the reduced rate of United
States tax under Article VI of the con-
vention. If such change in stock owner-
ship occurs, the German company shall
promptly notify both the Commis-
sioner of Internal Revenue and the pay-
ing corporation of the then existing
facts with respect to such stock owner-
ship.

(5) In any case in which a German
company (other than a United States
corporation) has received on or after
January 1, 1954, dividends described in
paragraph (a)(2) of this section and the
relationship existing between the Ger-
man company and the paying corpora-
tion was, at the time the dividends

were paid, such as to render uncertain
whether, by reason of the requirement
contained in Article VI of the conven-
tion as to stock ownership, such divi-
dends qualified for the reduced rate of
United States tax, the German com-
pany shall apply to the Commissioner
of Internal Revenue for a similar deter-
mination as to the degree of stock own-
ership at the time the dividends were
paid. If the Commissioner’s determina-
tion is that at such time the degree of
stock ownership was such as to permit
the application of the reduced rate of
United States tax granted by Article
VI of the convention, his letter of noti-
fication may, subject to the provisions
of § 503.6(b), authorize the release of ex-
cess tax withheld with respect to such
dividends.

§ 503.3 Interest.

(a) General. (1) Interest paid by a Ger-
man company (other than a United
States corporation) and received in
taxable years beginning on or after
January 1, 1954, by a nonresident alien
or a foreign corporation is exempt from
United States tax under the provisions
of Article XIV of the convention. Such
interest is, therefore, not subject to
the withholding of United States tax at
source.

(2) Interest (other than interest fall-
ing within the scope of subparagraph
(1) of this paragraph) on bonds, notes,
debentures, securities, or on any other
form of indebtedness, including inter-
est on obligations of the United States
and of instrumentalities of the United
States, which is derived, bona fide as
interest, in taxable years beginning on
or after January 1, 1954, by a natural
person (other than a citizen or resident
of the United States) resident in the
Federal Republic of Germany, or by a
German company (other than a United
States corporation), is exempt from
United States tax under the provisions
of Article VII of the convention if such
person or company at no time during
the taxable year in which such interest
is derived has a permanent establish-
ment in the United States. Such inter-
est is, therefore, not subject to the
withholding of United States tax at
source.
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(3) The provisions of subparagraph (2)
of this paragraph shall have no applica-
tion to interest on debts secured by
mortgages on farms, timberlands, or
real property used wholly or partly for
housing purposes.

(b) Application of exemption from with-
holding. (1) To avoid withholding of
United States tax at source in the case
of coupon bond interest to which para-
graph (a)(2) of this section is applica-
ble, the resident of the Federal Repub-
lic of Germany or the Germany com-
pany shall, for each issue of bonds, file
Form 1001–GER in duplicate when pre-
senting the interest coupons for pay-
ment. This form shall be signed by the
owner of the interest, trustee, or agent
and shall show the name and address of
the obligor, the name and address of
the owner of the interest, and the
amount of the interest. It shall contain
a statement (i) that the owner is nei-
ther a citizen nor a resident of the
United States but is a resident of the
Federal Republic of Germany, or, in
the case of a company, the owner is a
German company (other than a United
States corporation), and (ii) that the
owner has no permanent establishment
in the United States.

(2) The exemption from United States
tax contemplated by Article VII of the
convention, insofar as it concerns cou-
pon bond interest, is applicable only to
the owner of the interest. The person
presenting the coupon or on whose be-
half it is presented shall, for the pur-
pose of the exemption from tax, be
deemed to be the owner of the interest
only if he is, at the time the coupon is
presented for payment, the owner of
the bond from which the coupon has
been detached. If the person presenting
the coupon or on whose behalf it is pre-
sented is not the owner of the bond,
Form 1001, and not Form 1001–GER,
shall be executed.

(3) The original and duplicate of
Form 1001–GER shall be forwarded by
the withholding agent to the District
Director of Internal Revenue, Audit Di-
vision, Alien Returns Section, Balti-
more 2, Maryland, with the quarterly
return on Form 1012. Form 1001–GER
need not be listed on Form 1012.

(4) To avoid withholding of United
States tax at source in the case of in-
terest, other than coupon bond inter-

est, to which paragraph (a)(2) of this
section is applicable, the resident of
the Federal Republic of Germany or
the German company shall notify the
withholding agent by letter in dupli-
cate that such income is exempt from
United States tax under the provisions
of Article VII of the convention. The
letter of notification shall be signed by
the owner of the interest, trustee, or
agent and shall show the name and ad-
dress of the obligor and the name and
address of the owner of the interest. It
shall contain a statement (i) that the
owner is neither a citizen nor a resi-
dent of the United States but is a resi-
dent of the Federal Republic of Ger-
many, or, in the case of a company, the
owner is a German company (other
than a United States corporation), and
(ii) that the owner has at no time dur-
ing the current taxable year had a per-
manent establishment in the United
States.

(5) This letter of notification, which
shall constitute authorization for the
payment of such interest without with-
holding of United States tax at source,
shall be filed with the withholding
agent for each successive 3-calendar-
year period during which such income
is paid. For this purpose, the first such
period shall commence with the begin-
ning of the calendar year in which such
income is first paid on or after January
1, 1954. Each such letter filed with any
withholding agent shall be filed not
later than 20 days preceding the date of
the first payment within each succes-
sive period, or, if that is not possible
because of special circumstances, as
soon as possible after such first pay-
ment.

(6) If such letter is also to be used as
authorization for the release, pursuant
to § 503.6(a)(3), of excess tax withheld
from interest, other than coupon bond
interest, it shall also contain a state-
ment (i) that, at the time when the in-
terest was derived from which the ex-
cess tax was withheld, the owner was
neither a citizen nor a resident of the
United States but was a resident of the
Federal Republic of Germany, or, in
the case of a company, the owner was
a German company (other than a
United States corporation), and (ii)
that the owner at no time during the
taxable year in which such interest was
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derived had a permanent establishment
in the United States.

(7) Once a letter has been filed in re-
spect of any 3-calendar-year period, no
additional letter need be filed in re-
spect thereto unless the Commissioner
of Internal Revenue notifies the with-
holding agent that an additional letter
shall be filed by the taxpayer. If, after
filing a letter of notification, the tax-
payer ceases to be eligible for the ex-
emption from United States tax grant-
ed by the convention in respect to such
interest, such taxpayer shall promptly
notify the withholding agent by letter
in duplicate. When any change occurs
in the ownership of the interest as re-
corded on the books of the payer, the
exemption from withholding of United
States tax shall no longer apply unless
the new owner of record is entitled to
and does properly file a letter of notifi-
cation with the withholding agent.

(8) Each letter of notification, or the
duplicate thereof, shall be immediately
forwarded by the withholding agent to
the District Director of Internal Rev-
enue, Audit Division, Alien Returns
Section, Baltimore 2, Maryland.

§ 503.4 Patent and copyright royalties
and film rentals.

(a) General. (1) Royalties and other
amounts derived in taxable years be-
ginning on or after January 1, 1954, by
a natural person (other than a citizen
or resident of the United States) resi-
dent in the Federal Republic of Ger-
many, or by a German company (other
than a United States corporation), as
bona fide consideration for the right to
use copyrights, artistic and scientific
works, patents, designs, plans, secret
processes and formulae, trade-marks,
and other like property and rights, are
exempt from United States tax under
the provisions of Article VIII of the
convention if such person or company
at no time during the taxable year in
which such income is derived has a per-
manent establishment in the United
States. Such items of income, are,
therefore, not subject to the with-
holding of United States tax at source.

(2) The provisions of this section
shall apply to rentals and like pay-
ments in respect to motion picture
films or for the use of industrial, com-
mercial, or scientific equipment.

(b) Application of exemption from with-
holding. (1) To avoid withholding of
United States tax at source in the case
of the income to which this section is
applicable, the resident of the Federal
Republic of Germany or the German
company shall notify the withholding
agent by letter in duplicate that such
income is exempt from United States
tax under the provisions of Article VIII
of the convention. The provisions of
§ 503.3(b) relating to the execution, fil-
ing, and effective period of the letter of
notification prescribed therein with re-
spect to interest, including its use for
the release of excess tax withheld, are
equally applicable with respect to the
income falling within the scope of this
section.

(2) Each letter of notification, or the
duplicate thereof, shall be immediately
forwarded by the withholding agent to
the District Director of Internal Rev-
enue, Audit Division, Alien Returns
Section, Baltimore 2, Maryland.

§ 503.5 Private pensions and private
life annuities.

(a) General. Private pensions and pri-
vate life annuities, as defined in Arti-
cle XI (3) and (4) of the convention,
which are received from sources within
the United States in taxable years be-
ginning on or after January 1, 1954, by
a nonresident alien individual who is a
resident of the Federal Republic of
Germany are exempt from United
States tax under the provisions of Arti-
cle XI(2) of the convention. Such items
of income are, therefore, not subject to
the withholding of United States tax at
source.

(b) Application of exemption from with-
holding. (1) To avoid withholding of
United States tax at source in the case
of the items of income to which para-
graph (a) of this section is applicable,
the nonresident alien individual who is
a resident of the Federal Republic of
Germany shall notify the withholding
agent by letter in duplicate that such
income is exempt from United States
tax under the provisions of Article XI
of the convention. The letter of notifi-
cation shall be signed by the owner of
the income, shall show the name and
address of both the payer and the
owner of the income, and shall contain
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